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SECTION A 
 
Total marks for this section: 70 marks 
 
Answer ALL questions. Marks for each question are indicated. 
Suggested time allocation for Section A: 135 minutes. 
 
Question 1: (8 Marks) 
 
Williams Pty Ltd had the following account balances at 31 December 2007: 
 
Buildings 165 000 
Cash 48 000 
Share capital 150 000 
Cost of goods sold 180 000 
Equipment 70 000 
Furniture 8000 
Land 80 000 
Merchandise inventory 66 000 
Loan payable 116 000 
Retained earnings, 1 January 0 
Sales revenue 400 000 
Supplies inventory 3000 
Utilities expense 6000 
Wages expense 40 000 
 
Required: 
Prepare a balance sheet at 31 December 2007. 
 
 
Question 2: (13 Marks) 
A company had the following results for this year: 
 
Sales (15 000 units) $300 000 
Variable expenses 180 000 
Fixed expenses  80 000 
Net profit $40 000 
 
Answer the following questions independently. 
(a) What are the company’s breakeven sales in dollars? (2.5 Marks) 
(b) What are the company’s breakeven sales in units? (2.5 Marks) 
(c) What is the company’s contribution margin in dollars? (2.5 Marks) 
(d) What is the company’s contribution margin ratio? (2.5 Marks) 
(e) How many additional units must be sold to increase net profit from the 
current $40 000 to $100 000? (3 Marks) 
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Question 3: (7 Marks) 
Hamilton Limited had the following account balances at 31 December 2007: 
 
Buildings 335 000 
Cash 40 000 
Share capital 180 000 
Cost of goods sold  125 000 
Equipment 122 000 
Fees earned for service 75 000 
Land 80 000 
Merchandise inventory 34 000 
Loan Payable 38 000 
Retained earnings, beginning of year 0 
Sales revenue 540 000 
Interest expense 2000 
Supplies expense  8000 
Utilities expense 15 000 
Wages expense    72 000 
 
Required: 
Prepare an income statement for the year. 
 
 
Question 4: (10 Marks) 
On which financial statement would you expect to find each of the following reported? Indicate 
your answer with a check (X) mark in the appropriate column. Some items may require a check 
mark in more than one column.  
 












A. Dividends declared/paid     
B. Gross profit     
C. Total shareholders' equity     
D. Prepaid insurance     
E. Cash     
F. Profit for the period     
G. Sales revenue     
H. wages expense (all cash)     
I. Total liabilities     
J. Accumulated depreciation     
K. Depreciation expense     
L. Current assets     
M. Rental income received in 
advance 
    
N. Retained earnings     
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Question 5: (22 Marks) 
Southern Mills is a textile manufacturing company in eastern Tennessee. Every year the 
company prepares a complete set of budgets. The budgeting process begins with information 
supplied by the Sales and Marketing department. 
 
The balance in Accounts Receivable at the beginning of the year was $900 000. The marketing 
department has predicted unit sales to be as follows: 
 
January 1 480 000 sq. yds. 
February 2 120 000 sq. yds. 
March 1 300 000 sq. yds. 
 
Selling price for the fabric is $2.00 per square yard. Cash sales account for 25% of sales. 
Collections on account (non-cash sales charged to accounts receivable) are received 60% in the 
month of the sale and 40% in the following month. 
 
Required: 
(a) Prepare a Sales budget for Southern Mills for the first three months of the year. 
(Show totals for the quarter.) (6 Marks) 
(b) Prepare a Schedule of Expected Cash Collections for the first three months. (8 
Marks) 
(c) Calculate the balance in Accounts Receivable as of the end of March. (8 Marks) 
 
 




Classify the following transactions according to whether they relate to 
operating, investing or financing activities or none of those categories for 
the purposes of preparing a statement of cash flows. 
  
1. Received cash of $14 000 from the sale of equipment previously used in 
carrying out the entity’s operations. 
2. Paid cash of $11 000 to accounts payable for inventory previously 
purchased on credit. 
3. Received $45 000 cash from accounts receivable. 
4. Paid cash dividends to shareholders $54 000. 
5. Issued shares in exchange for land $105 000. 
6. Paid insurance in advance $9000 cash. 
7. Purchased vehicles for use in the business for $48 000 cash. 
8. Deposited $12 000 into a short-term deposit, redeemable at call. 
9. Issued $85 000 in shares in exchange for cash. 
10. Borrowed $40 000 in cash repayable in five years. 
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 Total marks for this section: 30 marks 
 
There are 30 multiple choice questions. 
 
Please answer ALL questions on the Multiple Choice Answer sheet provided. 
 
Suggested time allocation for Section B: 45 minutes. 
 
 
*** END OF EXAM *** 
 
 
 
 
